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America's increasing depen-dence on costly impor ted 
energy has prompted federal and 
state governments to take a hard look 
at developing alternative sources, 
inc lud ing a lcohol and other forms of 
biomass energy. As a result of init ial 
government incentives and grassroot 
support in the Farm Beit, the produc-
t ion of fuel a lcohol reached 120 mi l -
l ion gallons in 1980. 
Government support for alcohol 
product ion has come from the Energy 
Tax Act of 1978, the Wind fa l l Profit 
Tax Act of 1980, and the Energy Secu-
rity Act of 1980, as wel l as from 
various state laws and regulations. 
Strongest of the federal measures is 
the Energy Security Act, also known 
as the Synthetic fuels Bill. 
The major i ty of these t i t le funds 
have been assigned to the develop-
ment of synthetic fuels from coal and 
oi l , but a sizable p o r t i o n - a b o u t $1.5 
b i l l i o n - i s earmarked for biomass 
energy projects, in particular the bio-
chemical p roduct ion of a lcohol addi-
tives. Key aspects of the biomass pro-
vision are; 
• National product ion goals for 
biomass-derived alcohol of 900 mi l -
l ion gallons by 1982, and 8.4 b i l l ion 
gallons or 10 percent of American 
gasoline consumpt ion by 1990. 
m Al locat ion of $525 mi l l ion to the 
Department of Energy for the two 
years beginning October 1,1980, to 
be used as loan guarantees, price 
guarantees, and purchase agreements 
for plants wh i ch produce at least 15 
mi l l i on gallons of ethanol. At least 
$500 mi l l ion must be used to assist 
a lcohol fuel projects. 
• An equal al locat ion of $525 mi l -
l ion to the Department of Agriculture 
for plants wh ich produce less than 15 
mi l l ion gallons of ethanol. No alloca-
t ion for a lcohol fuels was made, but 
small plants that produce under one 
mi l l ion gallons of ethanol must 
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receive $175 mi l l ion in funding. 
Further incentives are provided by 
the Energy Tax Act and the Wind fa l l 
Profit Tax Act—both authored by the 
federal government. The Energy Tax 
Act supports a lcohol producers by 
exempt ing the fuel from the 4-cent-
per-gallon federal motor fuel excise 
tax unt i l October, 1984. It also pro-
vides an addi t ional 10 percent invest-
ment credit for alternative energy 
facilit ies. The 4 cents per gal lon of 
Gasohol excise tax exempt ion is 
equivalent to a 40-cent-per-gal lon 
alcohol subsidy. The Wind fa l l Profit 
Tax Act extended the excise tax 
exempt ion through 1992 and 
extended the energy Investment 
credit through 1985. 
Help also has come from various 
state governments, wh ich took (he 
ini t iat ive several years ago in provid-
ing tax incentives for a lcohol produc-
tion. Iowa was one of the first states 
to offer an incent ive in the form of a 
6.5-cenl-per-gallon Gasohol excise 
tax rebate. Other states soon fol-
lowed suit, and, by July, 1980, 25 
states had established subsidies rang-
ing from 4 cents to 8 cents per gal lon 
of Gasohol. 
However, most syn-fuel and bio-
mass experts see the dol lar amounts 
and al locat ion deadlines as only a 
short-term commi tmen t , at least from 
the federal government. Though the 
commi tmen t is obviously sincere, 
there is apparently a wait-and-see 
att i tude on government's part: wait-
ing to see if the energy situation wi l l 
indeed worsen, and also to see what 
the biomass industry wi l l come up 
w i th for the money invested. 
Both government and the industry 
realize that the long-run impact of 
alcohol fuels w i l l depend on such 
factors as energy inf lat ion (the pro-
duct ion of a lcohol now costs more 
than the product ion of gasoline), cur-
rent technology ( inc lud ing the con-
version of cel lulose in a variety of 
materials), and the price and avail-
abi l i ty of feedstock {one study shows 
that using food for fuel w i l l not have 
a signif icant impact on household 
food needs). For now, ethanol is 
compet i t ive w i th fossil fuel only 
because of government subsidies, so 
there is l i t t le l ike l ihood that biomass 
fuels wi l l be universally acceptable 
unt i l they are cheaper to produce or 
unt i l there is no other alternative. 
—lames Harmon/Joseph Buchan 
Budget cuts proposed by (he 
President and passed by Congress 
will affect some of the programs 
descr ibed in this article. 
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